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1 . HMTREASURY ANNOUNCED TODAY THAT THE FINAL TRANCHE OF 
THE $1.2 BILLION CREDIT FROM IRAN WOULD NOT BE DRAWN. 

THE PRESS SPECULATES THAT THE DECISION IS MUTUALLY AGREE- 
ABLE IN LIGHT OF THE EASING FOREIGN EXCHANGE REQUIREMENTS 
OF THE UK AND THE INCREASING ONES OF IRAN. THE TREASURY 
ANNOUNCEMENT FOLLOWS. 
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2. QUOTE. A MEMORANDUM OF UNDERSTANDING BETWEEN THE 
TREASURY AND THE IRANIAN GOVERNMENT THAT WAS CONCLUDED IN 
JULY 1974 PROVIDED FOR LOANS BY UK NATIONALIZED INDUSTRIES 
TOTALLING $1.2 BILLION OVER THE FOLLOWING 3-YEAR PERIOD. 

LOANS TOTALLING $800 MILLION WERE DRAWN BY THE NATIONAL 
WATER COUNCIL IN 1974 AND 1976 AND MADE MATERIAL CONTRI- 
BUTION TO MEETING UK EXTERNAL FINANCING NEEDS DURING THE 
RECENT PERIOD OF HEAVY EXTERNAL DEFICITS. BUT CIRCUM 
STANCES HAVE NOW CHANGED WITH THE SUBSTANTIAL NARROWING 
IN THE UK CURRENT ACCOUNT DEFICIT. THE SURPLUS THAT IS 
IN EARLY PROSPECT, AND THE STRENGTHENING IN THE EXTERNAL 
FINANCIAL POSITION IN OTHER RESPECTS. IN THE SITUATION, 

HMG HAS INDICATED TO THE IRANIAN AUTHORITIES THAT, AL- 
THOUGH PROVISION FOR THE THIRD TRANCHE OF THIS LOAN IS 
UNDERSTOOD TO HAVE BEEN MADE BY IRAN. IT NOW SEEMS INAP 
PROPRIATE TO MAKE ANY FURTHER CALL ON THIS FACILITY. THE 
THIRD TRANCHE OF $400 MILIION WOULD ACCORDINGLY NOT NOW 
BE DRAWN. END QUOTE 

BREWSTER 
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